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Re-examining the Case for Federal
Involvement in the Market Economy
after a Prosperous Decade
THREE DIAGNOSES
Students of regional development trends in the United Statesseem to be
members of one or other of three schools of thoughtthe "nonintervention-
ists," the "adaptors," and the 'radical transformers." The firstgroup argues that
the competitive forces of the market do createan optima! spatial distribution
of population and economic activity. Their claim is that continuous changes in
demands for goods, services, and productive factorsare continuously mirrored
by adaptions on the supply side. This, theyargue, is achieved not only in the
aggregate but also at every level of spatial disaggregation. Thus, shouldany
locality, city, or region experience a fall in the demand for itsexports without
any compensatory rise in price, whether because of a change in tastes or
public-sector decision-making or because of a persistent decline in regional
competitiveness, then export revenue will be reduced. Falling exportrevenue
may result in a severe rise in unemployment and underemployment anda fall
in participation rates, especially if the industries affectedare important high-
paying employers with strong product linkages, both backward and forward,
within the region. Moreover, if the attempt to regain business resu!ts ina policy
of defensive investment in which capital is substituted for labor, then layoffs
may continue over long periods of time. However, adherents of this line of
argument assert that labor market disequilibrium cannot persist over the long
run since the owners of factor serviceslabor, capital, and landwill take
steps to utilize these services in those circumstances most advantageous to
University of
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375I lu 'in.I hi,s, if our problem areapossesses any relative or absolute advantages
forlie dr'velopment of newexport sectors, then private capital will flowin. iiid join br ally providedinvestment funds in the creation ofa new export
base, Ultimately, the demand for laborwill rise arid the unemployed willhe re-
absorbed. If, on the other hand, theregion does not possess any supplyadvan-
(ages, then some capital andsome labor will flow out to areas of greaternet
returns, and the area will move toa lower level of economic activity, albeit
without heavy unemploymentor without major differences in the rewards for
given skills as compared to other regions (Cameron1970).
The message to the federalgovernment from the noninterventionists is sim-
1)10. In using fiscal, monetary, and incomespolicies to help achieve full employ-
mont, to moderate inflation, and tosustain continuous per capita income
growth, the federalgovernment should ignore the spatial (orsubnational)
dimension, since this will automaticallylook after itself. Indeed, mostnoninter-
ventionists would argue thatany deliberate attempt to alter the spatialinci-
dence of the demand for laboror its supply can only result in the mislocationof
economic activity or populationor both, with a consequent reduction in the
growth of real GNP and inevitablepressure for continuing subsidization of
firms and people.
The "adaptors" argue thatcompetitive forces have not andare not likely to
create an optimal allocationover space of economic activity andpopulation.
Although their diagnosis variesin its details and stress, thecauses of the alleged
maldistribution can be captured inthree basic propositions (Cameronand Wingo 1973):
In a relatively few metropolitanand large urban centers, desirablepro- duction and distributionexternalities have resulted in theconcentration and
rapid growth of high-productivity,high-income activities. Thesecontinuously
attract large flows of capital andpeople, both rich andpoor, drawing them
from rural areas, small andmedium-sized uban areas, and laggingindustrial regions.
This net inflow of capital, people,and ideas to a few centers isoccurring
too rapidly, since it is accompaniedby unwanted Costs in the form of:
Inflationary pressures ss'ithin thegrowing metropolitan areasas the
demands of the growing metropolitanpopulations press uponscarce
local resources, these inflationarypressures being ultimately transmit-
ted throughoUt the wholesvsteni bs' nationally organized trade
unions, regardless ot local differencesin productivity and in costs-of-
living;
rhe duplication ofeconomic and social overheadcapital in the







































The Case for Federal Involvementin the Market Economy 377
C. Increased social, political, and racialtensions within the central cities
of rnigrant-eceiviiig areas;
Accelerated suburbanization, urbansprawl, and social segregation of
metropolitan populations;
Enhanced environmental despoilationwithin the growing urban
areas;
Growing fiscal imbalance betweeninner cities with dwindling tax
bases and ever-growing demands forpublic services, for suburban
areas with enlarged taxable resources, and forpolitical configurations
favoring moderate public expenditure.
3.This pattern of overrapid andimbalanced growth in metropolitanareas
and overrapid decline in population-losingareas is unlikely to be restrained by
normal market processes. Thus, in thepopulation-losing areas, the net loss of
population denudes communities of preciselythose people most needed to
provide leadership, professionalexpertise, and energy for theprocesses of
structural adaptation. Theseareas and their inhabitants remain trapped ina
vicious cycle of low prosperity, lowinvestment, low productivity, and hence
low incomes. Similarly, in thepopulation-gaining areas, overrapid growth isnot
curbed by the generation of unwantedexternalities partly because the key
decision makers are unaware of thealternatives for more efficient production
elsewhere and partly becausemany of the major creators of unwanted exter-
nalities avoid bearing the fullcosts of their actions. Also, some of thenew-
comers housed in central cities may not be ableto break out of their environ-
ment and move to locations where local job growthis most vigorous precisely
because of racial discrimination.
The "adaptors" typically do not claimthat this diagnosis is foolproofor con-
clusive. Even more significantly, theyinsist that because of deficiencies inour
knowledge of the complex and interactingprocesses which shape the settle-
ment pattern, including demandmanagement by the federal government,
capital and recurring expenditure decisions ofgovernment at all levels, private
investment actions, internal and internationalmigration, and perhaps national
increase, any deliberate attempts to alter thebasic structure of this urban pat-
tern are doomed to have uncertain andperhaps undesirable outcomes
(Thompson 1 973, Wingo 1973, Alonso 1972a). If we follow this line ofreason-
ing then the most that national, state, andlocal governments should do is
adopt a benevolent posture regarding research,make commitments to evalua-
tion and public education, and search forspecific solutions to the adjustment
problems of people faced by rapid changesin the spatial distribution of de-
mand and supply.
The final groupthe radical transformersacceptsthe mislocation analysis




of settlement pattern will improvenational welfare but also howgovemmen
at all levels should mold private and publicactions so as to achieve thatpat
tern. More often than not thisgroup values a balanced spatial developmentri
which every part of the urban hierarchygrows at approximately the samerate
so that "excessive" growth in major metropolitanareas is avoided and lagging
areas are revived.
A typical program agenda resultingfrom these ideas would include,among
others, controls over the growthof tile major metropolitanareas; planned
decentralization of economicactivity and population to newtowns, expanded
towns, or planned suburbanareas; the building or accelerated expansionof towns in sparsely populatedareas to divert population growth fromoverpopu-
lated regions; the creationor development of contiguous growthcenters,
which would draw populationout of the areas of labor surplus; and theuse of
subsidies to create employmentopportunities in these laggingareas.
THE CASE FORINTERVENTION
Were we to accept thecase of the nonintervention ists,our best course of ac-
tion would be to packour bags and enjoy the delights ofWilliamsburg! Sadly, however, itisriot an insincere defense ofour irrelevant specialisms'hich should keep us talking. Thereis conclusive evidence thatin the past, market
forces have not preventedthe occurrence ofpersistent and heavy localized
unemployment. Take, for example,the situation in June 1966when national
unemployment was at 4 percent (the thenadministration's interim full employ-
ment rate) and GNP continuedto rise sharply. At this time,seven major, fifty
medium-sized, and over four hundredminor mainland labor marketswere offi- cially designatedas areas of "persistent unemployment."In those areas, with
their combined labor forceof over 2 million,approximately 150,000 people
were out of work. Significantly, the smallest
areas, on average, not only had the
heaviest unemployment buthad responded least wellto the rapid growth in
demand after 1964 (Cameron1970,p. 85).
A close analysis of thecauses of persistent labor marketdisequilibrium in these areas indicatesa wide variety of factors (Chinitz 1969;Cameron 1968).
Some of the areas with higherincomes had experiencedvery large inflos of
labor for which therewere insufficient job openings. Otheronce prosperous
but narrowly based localeconomies had experienceda reduction in demand
for their key employingsector, sometimes as a result ofcuts in defense expen-
ditures. A small group of relativelylarge and "old industrial" labormarkets was
suffering all the effects ofan economic structure which had beenadapted all
too slowly to changes in demand.The most serious andpersistent problems
were felt in the remote coalmining andother mining areas, where theeconom-




































The Case for Federal Involvement in the Market Economy 379
However, whatever the initiating cause of disequilibrium, the general evi-
dence suggests that in all of these areas the unsubsidized out-migration of
labor was an insufficiently elastic response to the decline in local employment
opportunities.1 Thus, lack of information about job opportunities elsewhere,
inadequate retraining facilities, illiquidity that limited job searches, savings tied
up in housing difficult to sell in tailing markets, a misplaced belief in the future
upturn in local job demandthese and many other factors limited the out-
migration flow (Morrison 1972). Indeed, Lansing and Mueller (1967) have
shown that the rate of out-migration was no higher from distressed areas (both
high unemployment and low income) than it was from nondistressedareas.
Where the distressed areas differed was in the lower rate (and quality) of in-
migration.
Similarly, at the other end of the urban spectrum, in the central cities of
many large metropolitan areas, a picture of persistently high unemployment
emerges. Gold (1972), in analyzing data for the twenty largest, has shown that
unemployment, which was heavily focused upon nonwhites, reached signifi-
cantly higher levels in the central cities than in the surrounding "rings."2 Even
this data may mask the severity of the problem. For example, Labor Depart-
ment studies in the mid-i 960s showed that as much as 40 percent of the labor
force in disadvantaged areas of large central cities had severe employment
problems.
In this context, causality is hard to disentangle, but the general verdict ap-
pears to be that while inadequate job training and general education limit the
opportunities available to the unemployed, the basic problem is that in a situa-
tion where job growth is most vigorous on the periphery, some of the central-
city unemployed are prevented by job discrimination, fragmented public tran-
sit systems, and housing market discrimination from obtaining those jobs or liv-
ing close to where they exist (Gold 1972; Hoover 1971).
These areas and their unemployment problems, therefore, provide the first
potential targets for government action. Since persistent and unacceptably
high localized unemployment occurs in spite of rapid growth in the economy
at large, we have a population set in need of assistance. What that assistance
should be I consider in a later section, but meanwhile Ipoint out that the
system fails to take advantage of usable resources. Moreover, bringing these
resources into use moves the economy closer to the full employment level but
presumably without stoking the fires of inflation.
A different type of localized problemthat of concentrations in contiguous
counties or even subregions of persistently low family incomeoccurs
throughout several areas of the mainland United States. Wingo (1973) has
analyzed figures for 1 965 which show that the incidence of "officially recog-
nized" poverty was two and one-half times greater in nonmetropolitan areas
than in metropolitan ones. The difference in the rate of incidence between
rural farm areas and suburban rings of metropolitan areas was a staggering five
to one.380
Cordon C, Cameron
All this suggests thatgiven the existence ofpersistently high localizedunem- ployment, the model ofautornatk adjustment, assuggested by thenonjnter ventionists is seriously deficient,It also suggests thatas long as there isan offi- cial policy of definingfamily poverty levelsand an officialcommitment to the eradication of poverty, thenone parameter of these policieswill be spatialcon- centration rather than spatialubiquity in the populationin need.
DISTRESSED AREASAVANISHING PROBLEM
So far so good, butis it not reasonableto ask whether theproblems of the highunemployme0low-incorareas are anything otherthan very short- run? It could, forexample, be argued thatthe United Statesis almost at theend of a dramatic andpervasive process in which
rural-based activities havebeen increasingly replaced firstby manufacturingand flOW increasinglyby tertiary activities, both of whichare overwhelmingly tiedto an urbanizedsettlement pattern, Indeed, Chinitzand Dusansky (1973)have shown thefollowing:
As far backas 1870 the regions whichare most highly urbanizedto- dayNew England,Middle Atlantic,Pacific_already had lessthan one-third of theiremployment inagriculture.
The regions whichare least urbanized todayhad more thanone-fourth of their employmentin agricultureas recently as 1940.The period 1940-1960 was one of further sharpreductions inagriculture (absoluteas well as relative) in those regions.
By 1960, the range hadnarrowed considerably,and there wereonly two regions with more than10 percent of theiremployment inagriculture.3
The oppositeside of thecoin, theemergence and growthof new metropolitan areas aridthe furthergrowth of oldermetropolitan and urban areas, is well documented.
Irene Taueber'sanalysis (1973,p. 60) shows that "three-fifths of thepopulation of 1900was rural. Thepopulation was halfur- ban in 1920.Fifty years later,in 1970, itwas almost three-fourthsurban." In the earlypart of the centurythis process ofurbanization was largely fueled byin-migration fromrural parts of theUnited States andfromoverseas Internal migration fromrural countiesto urbanareas continues Indeed,Wingo (1973), quotingan analysis by Clawson,has shown that45 percent of allU.S. counties lost Populationin the 1960-1 970period, andtwo-thirds of these had lost Populationin one of thetwo precedingcensus periods. However,as Alon- so has shown (1972b,
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of the century to less than 5 per thousand in 1960-1965. As a result, migra-
tion's share of total metropolitan population growth declinedover this same
period from 70 percent to approximately 20percent, and only approximately
5 percent of the growth was associated with rural-to-urbanmigration.
Does this mean that any policy for affecting the spatialincidence of demand
is being directed toward a target that has already disappeared,since the drastic
changes in the pattern of demand which initiated labormarket disequilibrium
and concentrated spatial poverty have largelyrun their course? In the re-
mainder of this paper I argue as follows:
While the focus of federal efforts ought increasinglyto be on solving the
problems of labor market spatial disequilibrium at theintrane1ropoIitan level,
there is likely to remain, for the foreseeable future,persistent problems of
unemployment, underemployment, and spatially concentratedpoverty in
small lagging centers and rural areas, which will not be totally solvedby the
mechanism of unsubsidized out-migration. Inconsequence, there will be a
need to augment private migration potentialities.
While out-migration may be privately beneficial, itmay generate social
costs for those who are left behind, thus calling for federal supportmeasures of
a wide ranging kind to help disadvantaged nonmigrants.
While migrant flows are inherently rational, theremay be valid cultural,
social, and personal reasons for encouraginga greater volume of moves to
"nearby" growth centers by augmenting information and placementchannels.
The large-scale movement off the land has tended to destroy theexist-
ing urban servicing hierarchy, with a consequent need for the planning ofnew
networks.
Heavy localized unemployment, even in conditions of national full
employment, is unlikely to be the preserve of remote small urbancenters and
rural areas. It will also occur in seemingly prosperous small and medium-sized
urban centers because of secular reductions in demand for givensectors, the
phasing out of particular products, or labor supply increases inexcess of the
flow of job openings.
Of course, even if the arguments aboveare accepted as an agenda of spatial
argely problems emerging from the process of rural to metropolitan transformation, it
rseas. does not necessarily follow that the federal level of government should be in-
Vingo volved in the formulation of policies to solve such problems. Therecan be no
II U.S. simple justification for this involvement. However, in circumstances where
e had federal grants are being sought; where federal actions have directly causedun-
Alon- employment disequilibrium; where the remedial policies ofone state may
on to deleteriously affect the remedial opportunities for another stateor states; and
spula- where the achievement of full employment, the prevention of discrimination,






















alt ur-of states on their own, then there may be a prima fade case for federal involve-
ment.
THE ROLE OF MIGRATION
We have already noted that, as a general rule, the level of migration from areas
with a depressed level of economic opportunity is not increased by this factor
but is primarily associated with the population structure, particularly the age
distribution. The absolute reduction in population that often occurs in such
areas can be ascribed primarily to a low level of in-migration and ultimately to a
low b!rth rate since the net migrant losses are concentrated among the young.
However, for many areas this loss of population is not sufficient to restore
equilibrium.
As a general rule government activity to facilitate migration from depressed
areas is liable to be both collectively and privately beneficial. Morrison (1972)
has argued that the movement of labor from surplus to scarcity areas results in
a growth in national output and personal gains in real income and occupational
status of the migrants. Consequently, he concludes that "migration, coupled
with manpower development programs, may be an efficientway to improve
living standards for the rural poor" (p. 310).
We appear to have the ideal solution. If the out-migration flow is restrained
by lack of information, lack of retraining facilities, illiquidity, tied investments,
and so on, there may be a strongcase for governmental support to overcome
these and other barriers to movement. Others at this seminar will doubtlessex-
pound on the kinds of policies required, but migration allowances,job-market
information, job counseling before and after themove, assistance in house sell-
ing and/or renting new housing, may benecessary in parts or as a package de-
pending upon circumstances. This way, efficiency goals,that is, a growth in
real GNP, and equity goals, that is, economic benefitsfor the currently disad-
vantaged, appear to be coincident. It is alsoreasonable to claim an additional
advantage, in that national demandmanagement may become easier, since
the economy can be pushed lurther alongan expansionary path without infla-
tion.
There are, however, two crucialquestions to ask of this process. First,to
what extent should the out-migration flowbe made to occur ina way which
takes account not only of privatecosts and benefits but also of social ones?
Second, what are the long-termeconomic and social effects of subsidizedout-
migration on the population-losingareas?














A feeling persists that migrants who crowd into the major metropolitanareas
from poor rural, remote industrial, and mountainareas make personal gains
both in income (even alter allowance for cost-of-living differences) andin ac-
cess to better health, educational, cultural, and employment opportunities but
that somehow the receiving community suffers real costsas a result of this in-
movement. If so, it would logically follow that migration subsidies should be al-
located or information given in such a way as toencourage migrant movement
to urban centers that have a capacity for migrant absorption without attendant
unwanted externalities.
Although this notion is obviously attractive from an efficiency viewpoint,
the evidence on whether migrants do impose severe unwanted costson the
residents of large urban areas is inconclusive. On the one side, thereare those
who argue that the marginal costs c providing public services rise sharply alter
a certain urban size is reached; that the marginal migrant creates unwanted ex-
ternalities in the form of added congestion and air and water pollution but, at
most, bears only the average cost of unwanted externalities created by all in-
habitants; that social problems in the inner city increase dramatically as com-
petition for scarce jobs and for scarce housing grows. They further assert that
in-migration exaggerates the pressures toward suburbanization and that this
denudes local leadership and local tax bases. rhis in turn leads to a decline in
the quality and range of public services in the central city precisely at the time
when beleaguered administrations are faced by the almost plaguelike growth
of juvenile delinquency, drug addiction, broken families, building abandon-
ment, and the entrenched fears and hostilities of the "haves and have-nots'
(Howard 1974).
On the other side, there are those who point to the wanted economic exter-
nalities of urban growththe increasingly diversified labor markets, the exten-
sion of the range of urban services as scale thresholds are passed, the improve-
ments in accessibility resulting from enlarged and diversified transport and
communication modesall these result in high productivity and high incomes
which compensate for any unwanted externalities associated with this growth
(Tolley 1969). They further argue that the social problems of psychological
stress, anomie, drug taking, crime, and so on, so often claimed to be generated
by cities, are, in fact, problems 'in cities" and not "of cities." In any event, if un-
wanted economic externalities and social problems become oppressive, then
there are realistic ways for governments to internalize externalities (Mills 1 972)
or for populations to avoid settling in areas where incomes do not compensate
for unwanted externalities. Neither case is wholly valid, and both are over-
The Case for Federal Involvement in the Market Economy 383stressed. Indeed, as the Commission on Population Growth and the American
Future has argued, in an evaluation of beautiful balance (1972a,p. 25):
the process (of metropolitan growth) has brought efficiency and confusion,
affluence and degradation, individual advancement and alienation. The buildup of
transport and communication has made possible increased contact and exchange,
increased concentration and dispersal and increased segregation of activities and
people. While the metropolitan economy has reached new heights of productivity,
the people who staff it, their families and the businesses and roads that serve them,
have settled miles and miles of formerly rural territory creating a new enlarged com-
munitya real city with common problems but no common government to man-
age it. Minority migrants have found better jobs and education but in so doing have
traded the isolation imposed by rural racism for the isolation of the inner city and
the institutional racism of metropolitan America. And the growth and dispersion of
the metropolitan population has Lrought wholly new problems of environmental
management as well as social organization.
In the present state of knowledge it would be foolhardy to take radicalsteps
to control the growth of the major metropolitan centers. Inany event the evi-
dence does suggest that the population of the largestcenters (i.e., over 2 mil-
lion)is already growing less rapidly than the nationas a whole; that the
average densities of urbanized areas are declining; and that "the appropriate
scale at which to grasp emerging settlementpatterns includes the
metropolitan area but goes beyond it to the urbanregiona constellation of
urban centers dispersing outwards" (Commission 1972a.p.119). Moreover,
we have already noted that rural-tometropolitan migration isnow an insignifi-
cant component in metropolitan population growth.
Thus, until we know much more about theprivate and social costs and
benefits of migrant moves to different sizes andtypes of urban areas, there is
no clear-cut rationale for weighting migration subsidies accordingto destina-
tion choice. However, two policyareas are worth detailed scrutiny. First, the
federal government should evaluate whethera genuinely nationwide and up-
to-date public system of job market informationshould be created out of the
existing and fragmented employment informationand placement services and
as a complement to information networks basedon friends and kinships. Ob-
viously, the quality of the decisions madeby distressed area employeescon-
templating a move would onlyrepresent a small proportion of the target for
such a system.
The second policyarea concerns the role of growth centers, whichseem to
have the environmental and labormarket capacity to absorb theunemployed
from the contiguous or accessibledeclining areas. Thearguments in favor of
the growth-center approach havenot changed much in recentyears. Thus, it is
usually suggested that theunemployed often would preferto migrate to a
center within their own or an adjacentregion rather than travel toa far distant
city (Hansen 1972); that theinfrastructural cost of supportingemployment
S
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population growth ina limited number ofcenters is lower than ina scattered settlement pattern; that thesubsidy cost ofattracting exogenous capitalis lower if it is confined toa few centers where externaleconomies of scale have been generated and thata spatially concentrateddevelopment process is more certain to lead to self-sustaininggrowth (Cameron 1968).
Despite the important work ofAlonso and Medrjch (1972),we have only begun to test some of theseassertions. Meanwhile,we have no hard criteriaon which to base any selection ofgiven growth centers.Nonetheless, it would be premature to write the requiem foran approach which is of suchrecent opera- tional vintage and which stillappears to be based on plausibleassumptions. A related question is theoperational size of the growthcenter and its sur- rounding "economic developmentdistricts" Fox (1973) hassuggested that
one approach could be to determine theminimum size of importantpublic ser- vices consistent witheconomies of scale.Clearly,this whole question,
together with an examination ofretail and wholesale tradingpatterns in condi- tions of population decline, couldform the subject forimportant federal initia- tives in research, planning, andimplementation.
COUNTERACTING THE EFFECTS OFMIGRATION LOSSES
ON THE DEPRESSED AREAS
An accelerated outflow ofpopulation, presumably of theyoung, most able, and enterprising, wouldincrease the likelihood of leavingaging, leaderless
communities facing increaseduser charges for public servicesas tax bases are
reduced. The outcome, almostinevitably, would be thepersistence of spatially
concentrated poverty, poor employmentprospects, and inadequate public
services. Any direct attackon this poverty would, of necessity, becomplex.
Insofar as the quality of educationis a function of the local taxablebase, then federal supplementationof state educational budgetscan be expected to
diminish the flow of inadequatelyeducated people. Moreover,a flow of traina-
ble labor has the precious advantageof being eitheran attraction for mobile
capital or a usable factor in alternativelabor markets without heavycosts of
training. On public-sector efficiencygrounds there may be acase for trying to
gain economies of scale in teprovision of public services in specifiedservice
centers.
However, while thesemeasures could provide some additional employ-
ment, it is obvious they are unlikelyto provide sufficient opportunitiesto ab-
sorb the unemployed. The criticalquestion is whether federal aid should beex-
tended in the form of loans, grants,tax relief insurance guarantees, andso on,
to companies creating employmentin specified lagging areas. Theeconomic





fully employed metropolitan areas, output in lagging areascould beraised without fear of generating cost inflation, social and economic
overheadcapital was underutilized, and metropolitan entrepreneurs were
misinformed about
the true costs of operating in such areas.
The first justification may be difficult to sustain insofaras there are large
pools of unemployed in the central cities of the metropolitan
areas. Thesec- ond argument seems invalid, since most laggingareas have overhead
Capital that is outworn or functionally unsuited to new demands.That theremay be
unjustified biases against lagging areas may provideone rationale for federalin- volvement in the subsidized dissemination ofinformation. It is, however,un- likely that such information could have much ofan impact upon thejob level of the lagging areas. The most important "pull"factorlow laborCoSts.....15 in-
creasingly being negated by the spread ofunions and theconsequent con- vergence of wage rates over space (Thompson 1973).
Moreover, capital mobility is severely constrained by theregulations in all previousspatial legis- lation that job creation in laggingareas must not result from the closingor run- ning down of plants in nonlaggingareas. An even more serious
Possthility is that the flow of manufacturing jobs"over space" may bediminishing both because of this sector's relativedecline in importanceover time and because
improved interstate communicationsmay he freeing more andmore plants to concentrate production, gain internaleconomies of scale, anddistribute their products over large regionalor multiregional markets.
All of this suggests thatwithout subsidies that directlylower costs ofpro- duction (such aswage subsidies), the chances ofattracting capital to lagging areas that are remote frommetropolitan areas are likelyto be thin in theex- treme. It also follows from thevery small scale of most ofthese laggingcenters that the creation ofexternal economies is liableto be a very lengthyprocess, so that competitive productionin, and distribution from,such areasmay necessitate Continuoussubsidization.
A general conclusiontherefore might be thatpolicies forcompensating those affected by thecollapse of theeconomic base and yet unableto take ad- vantage of the inducementsto out-migrate shouldfocus stronglyupon health provisions, supplementsto privateretiralpensions, andunemployment benefits. Touse Winnick's graphicphrase (1966), theobjective should be "people prosperity"not 'placeprosperity."
SOME GENERALPRINCIPLES FORFEDERAL INTERVENTION
The United Statesis almost at theend of theprocess of transferring population from relativelylow-productivity ruralenvironments to higher-productivity urban Ones.Although thisprocess has probablybenefited most migrants,ann
y
n
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unacceptably large number, livingin the inner-cityghettoes of the receiving metropolitan areas, remainwithout adequateearning opportunities. Accor- dingly, a Continuing federalpolicy objectivemust be to help remove the bar-
riers preventing a matchbetween labor demandand labor supply within
metropolitan areas. This willrequire a federai-statecitycollaboration of a multidimensional nature dealingwith changes injurisdictional boundaries, equalization of local tax bases,housing and jobdiscrimination, labor training and placement, publictransit systems, andso on. Similarly, an unacceptably
large number of familiesremain trapped inpoverty within depressed rural and mountain areas.
In general, a policy ofindustriahzation for those laggingareas is liable to re- quire long-term subsidizationand, in any event isunlikely to attract sufficient private capital togenerate substantial benefits forthe most poor. The policy route which promises themost efficient futureuse of the currently unem- ployed and underemployedof lagging areas is thesubsidizedencouragement of out-migration. While thereis a general case forstrengthening the informa- tion network, througha nationwide job-market informationsystem and in- dividual job counseling,to assist out-migrants in choosingtheir destination, there is no overwhelmingreason why the federalgovernment should commit itself to a radical alterationof the urban settlementpattern. Similarly, theuse of migration subsidies whichvary according to the destinationchoice should be
eschewed. However, becauseof the importance ofshort-distance migration and so as to permit theeasier maintenance of familial,social, and cultural ties with the origin location, themost detailed job-market and otherinformation should be collectedon large urban growth centers thatare close to the migrants' original locale andpossess an environmental and labormarket capacity for low-cost growth. Thetesting of the role of suchgrowth centers should remain an importantitem on the agenda ofany federal activity.
The process of acceleratedout-migration from depressedareas is likely to
add to the problems of theremaining core of immobile,undereducated, low-
productivity, and poorly servicedresidents. On efficiency groundsthere may be a case for federalsupplementation of stateprovisions for education and
training, since a high-quality flowof labor may attract capitalor give workers
skills that are salableelsewhere. On efficiency grounds,also, there is a case for
federal grants to consolidatethe provision of publicservices in a limited num- ber of servicingcenters. On equity grounds there isa case for federal supple-
mentation of state health services and,possibly, for supplementation ofunem-
ployment benefits and privatepensions.
Since persistent local labormarket disequilibriummay occur in any area,
even a currently prosperousone, and since state efforts to attractnew capital
may be inadequate or liable to leadto "inducement inflation," thereis a case
for a federal agencyto monitor locational tendencies,maintain information on
industry-by-industry locationalrequirements, and act as an informationcentera
1The v ork ot tansing andMueller (1967) was rr,,t,.O in
2The data relate to 1969when central-cityunernplosr-ent
unen1p)Ocmm 30 percent
355 es North Centralith 18.1 percent and [astSouth Central
substance to this idea.
ssas 3.9 percent aridring
vs oh 12 2 per:er'
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CONCLUSION
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on the ground that serious problems of localizedunemployment andpoverty
exist and are likely to persist. Similarly,reject the approach of theradical
transformers, on the grounds thatwe have insufficient knowledge of the likely
effects upon thosegroups in need (which we have identifiedas being the
target for federal aid) of seekinga balanced growth of the different parts ofthe
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